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William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street
Washington, D. C. 20554

Re: Ex Parte Filing by MFS Communications Company, Inc.
in CC Docket 96-98

Dear Mr. Caton:

Yesterday, I became aware of the attached opinion of Scott Cleland, an
industry analyst at The Washington Research Group. He speculates about the possible
impact on competitive access providers (CAPs) of several possible decisions the Commission
may reach in its pending interconnection proceeding. VVhile we don't know which, if any, of
these positions the Commission may adopt, I would like to bring his perspective to the
attention of the Commission and ask that you consider the impact that such opinions, even
though based on speculation, have on the business and financial market prospects of both
incumbents and new entrants.

In this particular case, the analyst seems to have combined mutually
exclusive possible decisions and concluded that if all happened, CAP business plans would
be "knee-capp[ed]." Fortunately, the future of CAPs is no where near so dim. For example,
MFS participates in the market as a facility based local service provider, as the largest ILEC
service reseller, as an interexchange carrier and as an Internet provider. Our activities have
already caused incumbent local carriers to restructure their rates - partictularly for dedicated
high capacity digital facUities - to the direct benefit of customers. Yet, we still profitably offer
our services because we are an alternate, high quality supplier focused long term on facilities
based platforms.

The Commission will reach truly industry-reshaping decisions as it adopts it
interconnection order. It might well remember the lesson learned with interstate resale - even
without discounts, competitors can quickly rationalize incumbent pricing -- but only when all
prices of an incumbent are disclosed and all services are subject to resale. As several
competitors recently observed, no discount may be necessary if high volume local services
such as Centrex are subject to unrestricted resale. Regardless of the discount level it finally
adopts, the Commission should order that the discount apply to alllLEC services and that
each ILEC must disclose all of its end-user pricing plans including individual case basis
pricing just as they are required to disclose all inter-carrier agreements.



The Commission should order that network elements be defined and priced
for each service or that a common set of network elements undenie all services with the
network element prices imputed in the wholesale rate of each service. Since the incumbent
will not know which services will be provided over which network element, a common set of
network elements seems more plausible. Should an IXC, or any other new entrant, elect to
lease network elements, the sum of prices for network elements leased from the ILEC
coupled with the network elements the new entrant must provide for itself or procure
elsewhere may exceed the service resale price. Of course, this calculus will be substantially
effected by the number and definitions of network elements that the Commission also will
decide in this proceeding

Finally, Mr. Cleland suggests the Commission will opt to encourage resale as
a way of more quickly developing some competition for local service. Reliance on resale will
not satisfy other objectives of the legislation that this docket is intended to implement -­
development of widespread, effective, landline, facility-baHd competition. As Mr. Cleland
observes, unduly deep discounts will discourge facility based competition. VVhile this may
delay RBOC entry into interexchange markets, it will also deter competitive opportunities to
offer services based on new facilites.

For these reasons, MFS urges the Commission to order: relatively small
resale discounts that encourage more rapid deployment of competing facilities; full disclosure
of alllLEC end-user prices; and, a common set of network elements the prices of which are
imputed to alllLEC services.

Very truly yours,

~~~Mwv--
Andrew D. Lipman
Senior Vice President ­
Legal and Regulatory Affairs
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cc: Chairman Hundt
Commissioner Chong
Commissioner Ness
Commissioner Quello
Regina Keeny
Robert Pepper
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